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from it. This conception rests on the idea that the cost of
anything paid for out of loans falls on future generations
while costs met out of taxes are borne by the present genera-
tion. Though twenty-five years ago this idea could claim
some respectable support, it is now everywhere acknowledged
to be fallacious. It is true that loans raised from foreigners
entail a burden represented in interest and sinking fund on
future generations in the borrowing country. But interest
and sinking fund on internal loans are merely transfers from
one set of people in the country to another set, so that the
two sets together — future generations as a whole — are not
burdened at all. There are, indeed, certain minor qualifica-
tions that should be made to this general statement.1 But
in the broad it is true — and obvious. The choice between
finance by taxes and finance by loans cannot be made on this
basis. On either plan, except with foreign loans, it is the
present generation that pays.
§ 5. The issue thus is not one of justice between generations,
but rather of what is technically convenient and politically
feasible. So understanding it, some authorities hold roundly
that for enterprises that are not expected to yield a money
return loans should not be resorted to at all. Thus Bastable
once wrote : " Non-economic (i.e. non-remunerative) expendi-
ture is primarily to be met out of income, and, unless it
can be so dealt with, ought not to be incurred. National
culture, education, the promotion of social progress are all
most desirable ; but their promotion is not so pressing an
object as to need the use of borrowing by the public powers.
It is, indeed, true that much of State expenditure may be
regarded as indirectly productive, and as likely to add to the
national income in the future. A loan for the purpose of
extending education, or for improving the housing of the
workers, though it does not directly provide the interest
needed, may yet so increase the income of the community as
to make the tax receipts greater, without any increase either
in rates or in rigour of collection. Regarded in the abstract,
such a proceeding seems defensible : the real objections to
it arise from the difficulty of application. The results of
expenditure of the kind are hard to trace or measure, and
any statement respecting them must rest in a great degree
1 Cf. my Political Economy of War, 2nd edition, chap. vii.

